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GLOBAL 
MARKET 
UPDATE

Top US and Chinese trade negotiators had a 
‘constructive call’ on Saturday. It is welcome news 
that headlines have turned more positive after a 
week of setbacks. Although US Treasury Secretary 
Mnuchin, US Secretary of Commerce Ross and 
US Presidential Advisor Kudlow made reassuring 
statements that there was a ‘very high probability’ 
of a deal, their Chinese counterparts remained 
quiet. It remains uncertain whether the two parties 
will eventually sign anything by the end of the year, 
and even if they do so, further frictions may persist. 
For the time being, markets seem to be pricing 
in a swift interim Phase One trade agreement 
between the world’s two largest economies. 

This week the global economic diary remains 
fairly light on relevant economic data releases. 
Markets will be focussing on two key things: the 
release of the FOMC minutes on Wednesday 
and any piece of news related to the trade talks.
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DEVELOPED

Top 3 Ireland 1.92%
New Zealand 1.43%
Denmark 1.21%  

Bottom 3 Luxembourg -4.24%
Spain -1.10%
Norway -1.10%  

EMERGING

Top 3 Pakistan 4.84%
Greece 2.69%
Turkey 2.56%  

Bottom 3 Hong Kong -4.80%
China “H” -4.21%
Colombia -3.08%  

FRONTIER

Top 3 Slovenia 2.15%
Nigeria 1.90%
Sri Lanka 1.46%  

Bottom 3 Argentina -6.94%
Vietnam -1.23%
Bangladesh -1.19%  
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UNITED STATES 
 
S&P 3,120 +0.89%, 10yr Treasury 1.84% -11.09bps, HY 
Credit Index 332 +4bps, Vix 12.41 -.02Vol

Investor sentiment in stock markets was rather positive, 
as the majority of the broad stock indices gained during 
the week: the Nasdaq Composite increase 0.8%, whilst 
the S&P 500 rose 0.9%. Meanwhile in the fixed income 
space, the yield curve shifted downwards and flattened. 
By the end of the week, the 10-year Treasury yield de-
clined 11bp to 1.83%. Currently, Fed funds futures imply 
that the Fed will keep rates stable until the middle of 2020.

EUROPE
 
Eurostoxx 3,711 +0.63%, German Bund -0.32% -7.10bps, 
Xover Credit Index 231 -3bps, USDEUR .904 -0.31%

European stock markets delivered a mixed performance 
during the week. Within the Euro Area, France’s stock in-
dex was among the outperformers, as it rose 1.2% in USD. 
In contrast, the Spanish market performed poorly, since 
the benchmark index declined 1.1% in USD. Although Ger-
man government bond yields declined (the 10-year yield 
decreased 7bp to -0.33%), spreads in periphery states 
widened (e.g. the Italian 10-year yield rose 4bp to 1.23%).

ASIA PACIFIC
 
HSCEI 10,557 -4.21%, Nikkei 23,416.76 0.00%, 10yr JGB- 
0.08% 0bps, USDJPY 108.970 -0.38%

Due to an increasingly risk-averse investor sentiment in 
emerging markets, the majority of Asian stock markets 
declined in USD terms during the week. Chinese “H” 
shares were among the underperformers, as the index 
declined 4.2% In USD. In contrast, the South Korean (+1% 
in USD) and Pakistani market (+4.8% in USD) gained.

Chinese authorities released the latest set of 
monthly macroeconomic indicators for October:

• Fixed asset investments growth was 5.2% 
YoY YTD. Whilst infrastructure and real estate 
investment growth slowed, manufacturing 
investments slightly strengthened.

• The value of retail sales in October eased to 
7.2% YoY, as sales of vehicles and fuel declined 
versus the previous year.

• Industrial output volume moderated to 4.7% 
YoY.

• M2 money supply growth held steady at 8.4% 
YoY, despite the high reference value in the 
previous year (which implied a slower annual rate 
of growth).

Slower fixed asset investment, retail sales and industrial 
production growth, in our view, materialised due to the 
National Day in October, and we will likely see more 
robust figures in November. Meanwhile, money supply 
dynamics imply, in our opinion, that the domestic Chinese 
economy could continue to grow at a decent pace going 
forward and a sharp slowdown in the near term is unlikely.

Consumer price inflation in India reached 4.6% 
YoY in October, rising from 4% YoY in the previous 
month. The increase was primarily due to unprocessed 
food, namely vegetable prices which rose 26.1% YoY 
(vegetables include items such as onion, garlic, tomato, 
etc.). Core inflation (excluding the impact of goods 
with volatile prices, such as unprocessed food) slowed 
to 3.4% YoY in October, from 4% YoY in the previous 
month. The slowdown in core prices was broad-based.

In our view, the core inflation gauge is more relevant when 
it comes to monetary policy, as core inflation captures the 
price changes of demand-sensitive products, which are 
influenced by the RBI’s monetary policy actions. As a result, 
we believe the RBI will reduce the key interest rate from 5.15% 
to 4.90% at the next monetary policy meeting in December.

The Philippine central bank paused its rate cutting 
cycle and kept the key policy rate stable at 4%. 
Although the Council opted for no rate changes this 
time, members left the door open for further rate 
cuts in the future should the external environment 
and domestic inflationary developments allow.

Indonesia’ foreign trade balance registered a surplus 
in October amounting to USD 160mn. Value of imports 
contracted to a greater degree than the decrease in 
exports value. The fall in exports was cushioned by the 
strong performance of mineral ore and coal exports.

LATIN AMERICA
 
MSCI Lat Am 2,690 -1.84%

Latin American stock markets went through a challeng-
ing period during the week, as the vast majority of the 
broad stock indices declined in USD. Argentina delivered 
one of the poorest returns by the end of the trading week, 
as the country’s stock index decreased 6.9% in USD. 
Chile’s stock index was broadly flat. However, on a year-to-
date basis, the Chilean stock index is down 14.6% in USD.

Industrial production in Mexico contracted by 2% YoY 
in seasonally adjusted terms in September. The degree 
of contraction in annual terms deepened relative to Au-
gust, when industrial activity decreased 0.9% YoY. The 
weak performance by Mexico’s industry was primar-
ily driven by construction (-7.3% YoY) and mining (-3% 
YoY), whilst manufacturing activity was flat. Later dur-
ing the week, Mexico’s central bank cut the key inter-
est rate by 25bp to 7.50%. Although the Monetary Pol-
icy Council (MPC) members unanimously agreed that 
there was room for a rate cut, two members opted for 
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a rate reduction of greater magnitude. The tone of the 
MPC’s written statement remained dovish acknowledg-
ing the weakness in the underlying economic activity.

In our view, the MPC is likely to carry on with the rate 
cutting cycle in the coming months to aid the sluggish 
Mexican economic activity.

Lawmakers in Chile agreed on a mechanism to change 
the Pinochet-era constitution. A referendum will be held in 
April to decide whether an elected constituent convention 
or a mix of the convention and congress will rewrite the con-
stitution. The final draft will be put to a second referendum. 

Colombia released economic activity data for Sep-
tember: retail sales volume growth was 6.9% YoY, 
whilst manufacturing activity reached 0.3% YoY. Real 
GDP growth in 3Q19 was as strong as 3.3% YoY. Ac-
cording to the detailed GDP statistics, domestic de-
mand has continued to strengthen, as both household 
consumption and investment activity contributed to 
the improvement in the domestic economic activity.

Mr. Alberto Fernandez acknowledged that Argenti-
na’s current debt re-profiling scenario cannot be sim-
ilar to Uruguay’s in 2003. Previously his comments 
about replicating a Uruguay-style restructuring for 
Argentina had weighed on investor sentiment and 
negatively impacted Argentine financial asset pric-
es. Furthermore, President-elect Fernandez claimed 
that he would announce his cabinet and econom-
ic team when he takes office on the 10th December. 

Economic activity in Peru grew 2.2% YoY in Septem-
ber, slowing from 3.4% YoY in August. Overall, GDP 
has expanded 2.2% since the beginning of 2019. In 
September, activity in the primary sectors (i.e. mining 
and agriculture) contracted -1.6% YoY, whilst non-pri-
mary sectors expanded 3.2% YoY (e.g. construction in-
creased by 3.8% YoY, services grew 3.5% YoY, etc.).

AFRICA
 
MSCI Africa 767 -0.11%

African stock markets delivered a mixed performance 
during the week. Whilst the Nigerian (+1.9% in USD) 
and Moroccan (+0.7% in USD) stock markets delivered 
positive returns during the week, indices in other countries 
declined, as the South African index decreased 0.5% in 
USD, and the Egyptian benchmark edged down 1.2% in 
USD.

Egypt’s consumer price inflation slowed to 3.1% YoY 
in October, from 4.8% YoY in September. Meanwhile, 
core inflation remained stable, as the gauge was seen at 
2.7% YoY in October. The sustained period of depressed 
inflation allowed the central bank to deliver an additional 
rate cut. The monetary authority decided to reduce the 
key policy rate by 100bp to 13.25%.

Although the central bank has been cutting the policy 
interest rate, the real interest rate in Egypt remains one of 
the highest among most emerging economies. In our view, 
the central bank has further room for policy manoeuvre 
in terms of monetary loosening going forward. Further 

PLEASE CONTINUE FOR 
MARKET DATA

reduction in the (real) interest rate will aid the domestic 
economy and increase the probability of maintaining real 
GDP growth in the range between 5-6% p.a.

Egypt has issued dollar-denominated eurobonds worth 
USD 2bn in three tranches to cover part of its USD 5bn 
FY2020 budget, the finance ministry said in a statement. 
Subscription orders exceeded USD 14.5bn.

The degree of oversubscription suggests – in our view – 
that investor confidence towards Egyptian financial assets 
has been consistently improving due to the structural 
improvement in the underlying economy.



 I  4alquity.com

UNITED STATES DATE CONSENSUS

FOMC meeting minutes Wed/20

Markit manufacturing PMI 
(Nov) Fri/22 51.5

EUROPE DATE CONSENSUS

Eurozone: Markit manu-
facturing PMI (Nov) Fri/22 46.4

UK: Markit manufacturing 
PMI (Nov) Fri/22 48.8

ASIA PACIFIC DATE CONSENSUS

Indonesia: policy rate 
decision Thu/21 5.00%

Taiwan: unemployment 
rate (Oct) Fri/22 3.7%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Chile: GDP growth (3Q19) 
YoY Mon/18 3.3%

Peru: GDP growth (3Q19) 
YoY Thu/21 3.0%

AFRICA DATE CONSENSUS

South Africa: CPI inflation 
(Oct) YoY Wed/20 3.9%

South Africa: policy rate 
decision Thu/21 6.50%

Morocco: CPI inflation 
(Oct) YoY Fri/22

THE WEEK A HEAD
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All performance data is weekly and in USD  
unless otherwise specified.

The information in this document (this “Document”) is for 
discussion purposes only. This Document does not constitute 
an offer to sell, or a solicitation of an offer to acquire, an 
investment (an “Interest”) in any of the funds discussed herein. 
This Document is not intended to be, nor should it be construed 
or used as, investment, tax or legal advice. This Document does 
not constitute any recommendation or opinion regarding the 
appropriateness or suitability of an Interest for any prospective 
investor.  

This material is for distribution to Professional Clients only, 
as defined under the Financial Conduct Authority’s (“FCA”) 
conduct of business rules, and should not be relied upon by 
any other persons. Issued by Alquity Investment Management 
Limited, which is authorised and regulated in the United 
Kingdom by the FCA and operates in the United States as an 
“exempt reporting adviser” in reliance on the exemption in 
Section 203(m) of the United States Investment Advisers Act of 
1940.

The Alquity Africa Fund, the Alquity Asia Fund, the Alquity 
Future World Fund, the Alquity Indian Subcontinent Fund and 
the Alquity Latin American Fund are all sub-funds of the Alquity 
SICAV (“the Fund”) which is a UCITS Fund and is a recognised 
collective investment scheme for the purposes of the Financial 
Services and Markets Act 2000 of the United Kingdom (the 
“FSMA”). This does not mean the product is suitable for all 
investors and as the Fund is invested in emerging market 
equities, investors may not get back the full amount invested.

This Document is qualified in its entirety by the information 
contained in the Fund’s prospectus and other operative 
documents (collectively, the “Offering Documents”). Any offer 
or solicitation may be made only by the delivery of the Offering 
Documents. Before making an investment decision with 
respect to the Fund, prospective investors are advised to read 
the Offering Documents carefully, which contains important 
information, including a description of the Fund’s risks, conflicts 
of interest, investment programme, fees, expenses, redemption/
withdrawal limitations, standard of care and exculpation, etc.  
Prospective investors should also consult with their tax and 
financial advisors as well as legal counsel. This Document does 
not take into account the particular investment objectives, 
restrictions, or financial, legal or tax situation of any specific 
prospective investor, and an investment in the Fund may not be 
suitable for many prospective investors. 

An investment in the Fund is speculative and involves a high 
degree of risk. Performance may vary substantially from year to 
year and even from month to month. Withdrawals/redemptions 
and transfers of Interests are restricted. Investors must be 
prepared to lose their entire investment, and without any ability 
to redeem or withdraw so as to limit losses.

References to indices herein are for informational and general 
comparative purposes only. There will be significant differences 
between such indices and the investment programme of the 
Funds. The Fund will not invest in all (or any material portion) 
of the securities, industries or strategies represented by such 
indices. Comparisons to indices have inherent limitations and 
nothing herein is intended to suggest or otherwise imply that 
the Fund will, or are likely to, achieve returns, volatility or other 
results similar to such indices.  Indices are unmanaged and do 
not reflect the result of management fees, performance-based 
allocations and other fees and expenses.

All Fund performance results presented herein are unaudited 
and should not be regarded as final until audited financial 
statements are issued.  Past performance is not necessarily 
indicative of future results. All performance results are based 
on the NAV of fee paying investors only and are presented net 
of management fees, brokerage commissions, administrative 
expenses, and accrued performance allocation, if any, and 
include the reinvestment of all dividends, interest, and capital 
gains. Net returns shown herein reflect those of an investor 
admitted at inception of the Fund, and are representative of a 
regular [shareholder], net of applicable expenses and reflect 
reinvestment of dividends and interest. In the future, the Fund 
may offer share in the Fund with different fee and expense 
structures.

The Fund’s investment approach is long-term, investors must 
expect to be committed to the Fund for an extended period 
of time (3-5 years) in order for it to have an optimal chance of 
achieving its investment objectives.

This Document may not be reproduced in whole or in part, and 
may not be delivered to any person (other than an authorised 
recipient’s professional advisors under customary undertakings 
of confidentiality) without the prior written consent of the 
Investment Manager.

SWISS INVESTORS:

The prospectus, the Articles of Association, the Key Investor 
Information Document “KIIDs” as well as the annual and semi-
annual report of the Fund is available only to Qualified Investors 
free of charge from the Representative. In respect of the 
units distributed in Switzerland to Qualified Investors, place of 
performance and jurisdiction is at the registered office of the 
Representative. Funds other than the Luxembourg domiciled 
Alquity SICAV mentioned in this document may not be admitted 
for distribution in Switzerland. 

Swiss Representative: FIRST INDEPENDENT FUND SERVICES 
LTD., Klausstrasse 33, 8008 Zurich. 

Swiss Paying Agent: Neue Helvetische Bank AG, Seefeldstrasse 
215, CH-8008 Zurich.
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